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REPORT TO THE SHAREHOLDERS 


With the generally favourable economic conditions 
that prevailed throughout most of 1974, Price was 
finally able to demonstrate its earnings potential after 
several years in which results had been depressed 
by conditions largely beyond the control of the Com- 
pany. Many new records were set and for the first 
time in the last ten years, the rate of return on total 
capital employed stated at historical costs, including 
well-depreciated production facilities, came close to 
the yield on Canada Savings Bonds. 

On 21st November 1974, Abitibi Paper Company 
Ltd. purchased 5 million or 50.7 per cent of the out- 
standing common shares of the Company. The offer- 
ing, which was effected through the facilities of the 
stock exchanges at a price of $25 per share, was 
obviously attractive to Price shareholders as approxi- 
mately 9.6 million of the 9.9 million shares outstand- 
ing were tendered and acceptance on a pro-rata 
basis was necessary. The combination of the two 
companies ranks among the largest business entities 
in Canada, with a wide diversity of natural resource- 
based products and almost twice the newsprint ca- 
pacity of any other manufacturer in the world. This 
combination will undoubtedly work to the long-term 
advantage of customers and investors and make an 
important contribution to the economy of Canada. 


Sales and Earnings 

Sales totalled $320 million, exceeding $300 million 
for the first time in the history of the Price Group. 
Record sales levels were achieved for newsprint, 
kraft paper, paperboard, groundwood printing papers 
and for the converted and resale products of Price 
Wilson. Net earnings amounted to $31.9 million or 
$3.22 per common share after preferred dividends, 
as compared with $7.8 million or $0.78 per com- 
mon share in 1973. In comparing these figures, it 
must be borne in mind that last year’s performance 
was adversely affected by prolonged strikes in both 
the pulp and paper and mining sectors. 


Financial Position 

Working capital as at 31st December 1974 amounted 
to $114 million, an increase of $17 million over the 
previous year end. Cash and short-term investments 
totalled $52 million, up from $34 million in December 
1973. This increased liquidity stems partially from the 
fact that construction projects did not proceed on 
schedule due to delays in equipment deliveries. Con- 
siderable amounts of cash are ear-marked both for 
these projects and for new capital additions which 
have been recently approved or are expected to be 
approved in 1975. In addition, an income tax liability 
of $18 million becomes due on 28th February 1975. 
This amount has been built up under the provisions 


of the income tax acts permitting the current year’s 
payments to be made on the basis of the prior year’s 
taxable income. There were no new _ borrowings 
during the year and long-term debt was reduced by 
$4.8 million. The ratio of current assets to current 
liabilities at the year end was 2.9 to 1 and the ratio 
of long-term debt to shareholders’ equity was .25 to 1. 


Newsprint 

Late in 1973, Price reduced the basis weight of the 
standard newsprint manufactured at its Canadian 
mills from the previously produced 32 Ib. sheet to 
sheets varying mainly from a minimum of 27.6 Ib. to 
a maximum of 30 lb. These thinner sheets conserve 
wood fiber and energy and reduce pollution, handling 
and delivery costs. As they are priced according to 
equivalent yardage, they do not change total sales 
revenues. However, they do result in lower produc- 
tion tonnages. For example the 1,008,000 tons of 
newsprint actually produced in 1974 equates with 
1,093,000 tons when converted to a 32 Ib. basis 
weight equivalent, which indicates that 1974 was a 
record newsprint production year for the Price 
Group. Strong markets for newsprint prevailed 
throughout 1974 and, with the pressure of continually 
increasing manufacturing costs, prices reached more 
realistic levels. Approximately 67 per cent of the 
Group’s newsprint was sold in Canada and the United 
States in 1974 versus 65 per cent in 1973. 


Groundwood Printing Papers 

Production of Price’s Saguenay line of groundwood 
printing papers has increased from 7,000 tons in 
1970 to 28,000 tons in 1974. This latter tonnage rep- 
resents the full utilization of productive capacity for 
these grades. Selling price advances in proportion 
to other paper grades are being achieved. 


Kraft Paper and Paperboard 

Unprecedented demand for kraft papers and paper- 
boards prevailed throughout the first three quarters 
of 1974, with sales limited only by manufacturing 
capacity. Customers began to liquidate inventories 
later in the year and a softer market became evident. 
Nevertheless, because of the unique high yield qual- 
ities of the Pricekote and Pricepak paperboards 
and the concentration on specialized grades of kraft 
papers, a full production schedule was maintained. 
Manufacturing costs increased substantially in 1974 
and principal product price increases in the order of 
25 per cent were effected during the year. The instal- 
lation of modern new wet-end formers on the paper- 
board machine and modifications to the press section 
are expected to increase annual production capac- 
ity by 15 per cent. Noticeable improvements in 
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formation and stiffness properties have already been 
achieved. A 120 ton per day thermo-mechanical re- 
finer to utilize the waste wood residues from sawmills 
in the production of groundwood furnish is expected 
to start up in the spring of 1975. This equipment will 
serve to further upgrade the quality of high-yield 
paperboard products. 


Lumber 

Due to high interest rates, a shortage of mortgage 
funds, and rising unemployment, the demand for 
residential housing has deteriorated badly, both in 
the United States and in Canada. Housing starts in 
the United States dropped from a seasonally-adjust- 
ed rate of 2,500,000 in January 1973 to an estimated 
870,000 by December 1974. The comparable Cana- 
dian figures also show a steep decline during the 
same two-year period. As a result of the falling off 
in the demand for lumber in line with this slide in 
the construction of residential units, prices dropped 
dramatically and sawmill operating rates were cut 
back. From present indications it would seem that 
the rate of home construction will not likely begin to 
improve before the second half of 1975 and that a 
considerably stronger market could prevail in 1976. 
The sawmill at Price, Quebec, was closed down in 
mid-November of 1974 and the Skeena sawmill at 
Terrace, British Columbia, shut down in mid-Decem- 
ber. These mills will re-open when market conditions 
permit. 


Price Wilson Limited 

Price Wilson manufactures and distributes converted 
paper products such as bags, wrapping paper, 
towels, folding cartons and custom-made packaging 
products, and maintains warehouse and distributing 


Sales 

Newsprint oe ee 

Groundwood printing papers 

Paperboard he aes 

Kraft paper . 

Market pulp 

Lumber EE ANA ome Ne a vee 28, 
Converted and resale products of Price Wilson 


Production 

Newsprint —tons . nes eee 
Groundwood printing papers — tons . 
Paperboard —tons . . . 

Kraft paper —tons . 

Market pulp —tons . 

Lumber — Mf.b.m. 
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facilities in all major centres across Canada. It also 
markets a wide range of resale product lines includ- 
ing laundry and dry cleaning materials, business 
equipment and supplies, sanitary and maintenance 
products, retail and industrial packaging materials, 
hospital and medical disposables and products of 
the ‘fast food” industry. These products are pur- 
chased from manufacturers, distributed to a nation- 
wide network of warehouses and are then sold and 
delivered to the ultimate customers. In the case of 
some clients, their products are actually manufac- 
tured for them at the Lachute mill using their own 
equipment and are then put into the distribution 
process. Price Wilson is also actively pursuing the 
development of a “‘third-party” warehousing and dis- | 
tribution business, some of which will involve pres- 
tigious international partners. Demand for the prod- 
ucts and services of Price Wilson remained strong 
throughout most of 1974 and it contributed $2.4 mil- 
lion or 24 cents per Price share to net earnings, as 
compared with $300,000 or 3 cents per share in 1973. 


Mining and Exploration 

Despite a slight carry-over of the effect of the 1973 
strike, the income from the base metal mining oper- 
ation at Buchans, Newfoundland, amounted to 
$4,195,000 before taxes in 1974, as compared with 
$1,198,000 in the previous year. Copper and lead 
prices on the London Metal Exchange peaked at 
relatively high levels last spring with copper dropping 
off rather sharply thereafter and lead holding close 
to its 1973 high. Zinc continued to rise in price during 
the year. On the whole, the average price received 
for the concentrates from the Buchans mine during 
the year was quite favourable. The quantity of ore 
treated at the mill in 1974 totalled 264,000 tons. 


1974 1973 
$207,949,000 $139,914,000 
6,785,000 3,466,000 
19,912,000 9,087,000 
16,989,000 8,395,000 
882,000 716,000 
22,393,000 33,902,000 
45,237,000 33,989,000 
$320,147,000 $229,469,000 
1,008,000 974,000 
28,000 20,000 
63,000 41,000 
52,000 37,000 
3,000 5,000 
158,000 193,000 


Buchans is essentially a zinc producer and the mill 
turned out 42,000 tons of zinc concentrates along 
with 24,000 tons of lead concentrates and 5,500 tons 
of copper concentrates. Reserves of proven and 
probable ore in the Buchans mine remain adequate 
to support the operation at present capacity for an- 
other four to five years. 

Considerable exploration was carried out in New- 
foundland during the year including surface mapping, 
geophysical and geochemical surveys, and diamond 
drilling of some of the anomalies. Enough mineraliza- 
tion of economic significance was encountered to 
justify an extensive exploration program in the area 
in 1975. During 1974, a new Mineral Resources Di- 
vision was formed to co-ordinate all responsibilities 
for the Price Group’s mining and exploration endeav- 
ours and to pursue acquisition prospects in the 
mineral field on an international basis. 


Industrial Relations 

The year 1974 was a relatively quiet one for labour 
negotiations as far as Price was concerned. The 
Chandler woodlands agreement expired in April 1974 
and a settlement was reached along prevailing in- 
dustry patterns. The Grand Falls woodlands agree- 
ment expired at the end of December and negotia- 
tions are extending into 1975. The contract with the 
woods workers in the Saguenay region will expire in 
April and other contracts to be negotiated in 1975 
include the papermakers at Kenogami, all mill 
workers at Chandler and Grand Falls, and office 
workers at six locations. The newsprint machine at 
DeRidder, Louisiana, was shut down for a three- 
month period due to a strike. Price’s share of the lost 
newsprint production amounted to approximately 
20,000 tons. 

The major problem on the forest products scene 
in 1974 was the general feeling among employees 
that they should be compensated for the reduction in 
purchasing power caused by the high rate of infla- 
tion. Price’s unions joined a nation-wide push for 
compensating monetary adjustments to existing con- 
tracts. Although contracts were not renegotiated, 
steps were taken to offset the impact of inflation by 
implementing wage adjustments for woods, mill and 


Capital Expenditures — 1974 
Construction of Peribonca sawmill . 


- Completion of the conversion of a newsprint machine to ‘rotogravure paper production 
7 Completion of the installation of hydraulic formers on the Kenogami paperboard machine 


Pollution control program . 


J General modernization and replacement of mill assets 


q Purchase and construction of woods assets 
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office employees. Mill employees with contracts ex- 
piring in the spring of 1975 received a general 
increase effective 1st September 1974 in line with 
the action taken by other major producers in the 
Eastern Canadian pulp and paper industry operating 
under similar contracts. Employees covered by con- 
tracts expiring in 1976 had a portion of the scheduled 
ist May 1975 increase moved forward to 1st Jan- 
uary 1975 and will receive additional increases based 
on the movement of the Consumer Price Index. The 
salary adjustments for non-bargaining employee 
groups were increased to compensate for the eroding 
effect of inflation. In addition, effective 1st October 
1974, the monthly payments to pensioners were im- 
proved to aid them in coping with the rising cost 
of living. 

Employee training and development programs con- 
tinue to be given a high priority and their success 
is gradually becoming evident through increased 
employee interest in the affairs of the Company. 
Communications are improving at all levels and bet- 
ter working relationships are emerging. 


Research and Development 

For several years, the main thrust of Price’s research 
and development work has been concentrated in the 
areas related to groundwood pulp, the principal com- 
ponent of newsprint. Experiments leading to the 
production of a superior groundwood at refiner loads 
of up to 14,000 horsepower have been successful 
and large refiners have now been ordered and will re- 
place all the grinder capacity at Grand Falls and over 
one-half of the capacity at Alma. Work is continuing 
on a modified refiner groundwood which, it is hoped, 
will permit the manufacture of newsprint without the 
use of chemical pulp. The design work has been 
completed for a pilot plant to further the investigation 
of this process so that the papermaking qualities of 
its product can be measured. Construction is sched- 
uled for 1975. The refiner groundwood installations 
at Grand Falls and Alma are designed so that this 
new feature can easily be added on. Alternatively, 
they could readily be converted to the thermo-mech- 
anical process if it should give better results. Work 
on this latter process is being done by the Pulp and 


$ 2,835,000 
757,000 
616,000 
815,000 

11,397,000 
8,144,000 


$24,564,000 
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Paper Research Institute of Canada using Price’s 
Kenogami pilot plant facilities. With the two proc- 
esses being researched side by side, their relative 
merits can be properly evaluated. Once a ground- 
wood pulp adequate to eliminate the need for 
chemical furnish has been developed, it will reduce 
required investments in plant and pollution control 
facilities, decrease pulpwood consumption per ton 
of newsprint and lower operating costs. 

In 1974, the forestry research of the Price Group 
was largely concentrated on forest fertilization and 
pre-commercial thinning in co-operation with the 
Federal and Provincial governments with the aim of 
increasing the annual yield of softwoods per acre at 
competitive costs. Interim results indicate that con- 
siderable increases in diameter and height growth 
can be achieved. 

Price’s expenditures on research totalled $1.7 mil- 
lion in the last two years. 


Capital Expenditures 

Price’s expenditures on new fixed assets were kept 
to a minimum in the difficult years 1970 through 
1972 and were lower than they would have been in 
1973 due to the prolonged period when work had 
to be discontinued while mills were shut down due 
to strikes. As 1974 was a more normal year, capital 
outlays were increased to $24.6 million. This amount 
was spent on completing the conversion of a news- 
print machine to rotogravure paper production, on 
completing the installation of hydraulic formers on a 
paperboard machine, on woods projects, particu- 
larly mechanization, on pollution control, on the be- 
ginning of construction of a new sawmill and on the 
general modernization and replacement of mill as- 
sets. An analysis of capital expenditures appears on 
page 5 of this report. 

During the next two years, in addition to its normal 
capital program, it is estimated that Price will spend 
$12.5 million to complete the new 120 million f.b.m. 
Peribonca sawmill scheduled to start up in late 1975, 
$19 million for woods improvements and mechaniza- 
tion, and $40 million for refiner groundwood installa- 
tions and machine speed-ups at Grand Falls and 
Alma. These machine speed-ups will increase news- 
print capacity by 77,000 tons per annum by mid-1976. 
Partially as a result of this program, Price’s expen- 
ditures on new fixed assets are expected to be in 
excess of $55 million in 1975, which will be the larg- 
est capital outlay for any year in the history of the 
Price Group. 


Board of Directors 
Immediately prior to the acquisition by Abitibi Paper 
Company Ltd. of a 50.7 per cent holding of the out- 
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standing common shares of Price, Associated News- 
papers Group Limited, which was previously Price’s 
largest shareholder with approximately 18.9 per cent 
of the shares, divested itself of its Price holdings. 
Subsequent to these events, The Honourable Vere 
Harmsworth, Chairman of Associated, Mr. R. M. P. 
Shields, Managing Director of Associated, and Mr. 
P. J. Saunders, Director and Secretary of Associated, 
all tendered their resignations as directors of Price. 
Mr. Shields also resigned from the Executive Com- 
mittee as did Mr. Frank E. Case who remains a Price 
director. Mr. T. J. Bell, Chairman of the Board and 
Chief Executive Officer of Abitibi and Mr. C. H. 
Rosier, President and Chief Operating Officer of 
Abitibi, were then appointed directors of Price, and 
members of the Executive Committee. Mr. Bell re- 
placed Mr. R. E. Morrow as Chairman of the Execu- 
tive Committee. On 28th January 1975, Mr. Morrow 
resigned from the board of directors. 


Outlook for the Canadian Pulp and Paper Industry 

The pulp and paper industry can look back to 1974 
as a very good year. Mills operated at close to their 
practical capacities throughout most or all of the 
period. The demand for newsprint and pulp remained 
strong and although shortages have largely disap- 
peared, manufacturers have had sufficient confidence 
in the market to announce price increases for 1975. 
Paperboard and kraft papers were in strong demand 
all year, although there were some signs of weak- 
ness in the market for certain grades of paperboard © 
towards the year end. Fine papers ended 1974 in a 
slight oversupply position, although this could be at 
least partially due to customers liquidating their in- 
ventories to take advantage of a temporary situation. 

While conditions are continually changing, the — 
rate and force of changes in the last two-year period 
are beyond anything that has occurred in over two 
decades. The quadrupling of oil prices by the OPEC 
countries, Watergate, double-digit inflation, labour 
militancy and general international instability have 
combined to create a set of conditions under which 
conventional methods of forecasting have become 
suspect. Due to these mounting uncertainties, sound 
economic forecasting has become increasingly dif- 
ficult. 

The degree of optimism with which the industry 
can look forward to 1975 must be tempered by the 
probability of continuing inflation and recessions at 
home and in many of its main markets in other coun- 
tries. Nevertheless, the spectre of imminent new 
surges of capacity is no longer close at hand and it 
seems reasonable to expect that the decline in major 
world economies will bottom out and then begin to 
trend upwards before the end of 1975. Therefore, 


there should be a reasonably good balance between 
the supply and demand for most pulp and paper 
products and mills should operate at high levels of 
Capacity throughout the greater part of the year. 


Outlook for the Price Group 
Given the economic climate anticipated for the in- 
dustry in 1975, Price expects its pulp and paper mills 
to operate at or near their full production capabilities 
during the year. The depressed condition of the 
lumber market should abate before the year end, but 
no positive contribution to earnings is expected from 
this source in 1975. Another good year is expected 
for Price Wilson and income from mining should con- 
tinue to exceed the levels reported for the years 
1971 through 1973, although it is not likely to be as 
high as in 1974. With all factors considered, overall 
sales revenues are expected to increase and report- 
ed earnings should be maintained at a reasonably 
high level. 

Despite the fact that reported earnings finally ap- 
pear to be reaching a level approaching an accept- 


ACCOUNTING POLICIES 


The consolidated financial statements of The Price 
Company Limited have been prepared in accordance 
with generally accepted accounting principles ap- 
plied on a basis consistent with the prior year. The 
following is a summary of the more significant ac- 
counting policies of the Company. 


Principles of Consolidation — The accompanying 
financial statements include the accounts of The 
Price Company Limited and all of its subsidiary 
companies. 


Translation of Foreign Currencies — Current assets 
and current liabilities in foreign currencies have been 
translated to Canadian dollars at exchange rates in 
effect at 31st December; long-term debt, including 
the portion due within one year, has been translated 
at rates in effect when the debt was incurred; and 
items included in net earnings have been translated 
at exchange rates prevailing during the year. 


Inventory Valuation — Inventories are valued at cost 
or net realizable value, whichever is lower. In general, 
inventories are carried at average cost which is less 
than their net realizable value. 


Fixed Assets and Depreciation — Fixed assets are 
recorded at cost and depreciation is provided at 
rates considered adequate to amortize the cost over 
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able return on total capital employed, it must be 
borne in mind that, because of the effects of inflation, 
current dollars of earnings are worth significantly 
less than they were in earlier years. The return on 
the replacement value of assets remains far less 
than adequate, as is evidenced by the fact that there 
is so little current expansion of pulp and paper 
Capacity. 


The Board of Directors would like to thank the 
employees of the Price Group for their efforts during 
the past year. 


Submitted on behalf of the Board, 
C.R. Tittemore 
President 


Quebec, Que. 
21st February 1975 


the productive lives of the assets. The main depre- 
ciation rates in use are: mill assets acquired after 
1963 and kraft and paperboard facilities, 5% straight- 
line; mill assets acquired before the end of 1963, 
10% reducing balance; woods assets, 30% reducing 
balance. Of total mill assets in operation at present, 
68% are being depreciated on the straight-line basis 
and 32% on the reducing balance basis. No depre- 
ciation is provided on major new additions until they 
are completed and in normal commercial operation. 
Timber limits are recorded at cost and are depleted 
on the unit-of-production basis. 


Income Taxes — Earnings are charged with income 
taxes relating to reported profits. Differences arise 
between such taxes and taxes currently payable due 
to including items of revenue and expense (such as 
depreciation) in reported profits in periods other than 
those in which they are taken up in the calculation 
of taxable income. These differences are reflected in 
Deferred Income Taxes on the balance sheet. 


Disposals — Although an active company frequently 
changes its investments and disposes of used fixed 
assets, such transactions tend to occur irregularly. 
Therefore, net profit from regular operations is 
shown on the statement of earnings prior to reflect- 
ing the effect on net earnings of any profit or loss on 
sales of investments and fixed assets. 


THE PRICE COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS year ended 31st December 


1974 1973 
Sales, less delivery expenses . $320,147,000 $229,469,000 
Mining income 4,195,000 1,198,000 
Investment income 3,914,000 2,028,000 
Gain on redemption of long- -term debt 661,000 461,000 
328,917,000 233,156,000 
Cost of sales . 225,089,000 181,590,000 
Selling expenses : 11,191,000 9,949,000 
Administrative expenses . 10,979,000 8,932,000 
Depreciation . 16,827,000 14,850,000 
Depletion 423,000 418,000 
Interest on long- -term debt Se cae Re Oe ee 3,394,000 3,709,000 
Profit before income taxes and minority shareholders’ interest . 61,014,000 13,708,000 
Income taxes . 26,931,000 5,746,000 
Minority shareholders’ interest 2,421,000 740,000 
Net profit from operations : 31,662,000 7,222,000 
Profit on sales of investments and fixed assets . 206,000 565,000 
Net earnings . I Fe ey KO Rt $ 31,868,000 $ 7,787,000 
Per common share (after preferred dividends): been eee 
Net profit from operations $3.20 $0.72 
Netearnings . 3.22 0.78 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS year ended 31st December 
1974 1973 
Retained earnings from previous years . $ 98,208,000 $ 94,012,000 
Net earnings for the year . 31,868,000 7,787,000 
130,076,000 101,799,000 
Dividends on — 4% preferred shares 150,000 150,000 
— common shares 11,334,000 3,441,000 
Retained earnings at 31st December . $118,592,000 $ 98,208,000 


PRICE 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION year ended 31st December 


Working Capital Provided By: 
Se ee 
Charges not affecting working capital _ 
Depreciation . oes ee 
Depletion 
Deferred income taxes . 
Minority interest in net profit from operations of 
subsidiary companies . 


Funds from operations . 


Sales of fixed assets . 
Issue of common shares 
Sales of investments . 


Working Capital Used For: 
Purchases of fixed assets 
Dividends paid to: 
Shareholders of the Company 
Minority shareholder of a subsidiary company . 
Redemption of long-term debt 


Increase (decrease) in receivables not currently due ; 


Other 


Increase in Working Capital 
Working Capital at Beginning of Year 
Working Capital at End of Year 


1974 


$ 31,868,000 
16,827,000 
423,000 
8,051,000 


2,421,000 


59,590,000 


948,000 
172,000 
51,000 


60,761,000 


24,564,000 


11,484,000 
570,000 
4,751,000 
2,498,000 
126,000 


43,993,000 


16,768,000 
97,608,000 
$114,376,000 


1973 


$ 7,787,000 


14,850,000 
418,000 
2,782,000 


740,000 
26,577,000 


1,307,000 
651,000 
1,819,000 


30,354,000 


14,261,000 
3,991,000 


4,751,000 
(667,000) 
42,000 


21,978,000 


8,376,000 


89,232,000 
$97,608,000 


THE PRICE COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET :t 31st December 


Assets 1974 1973 
Current Assets: 
Cash and short-term investments $ 51,718,000 $ 33,931,000 
Accounts receivable . 54,863,000 45,055,000 
Inventories (Note 2) 65,139,000 53,647,000 
Prepaid expenses . 1,467,000 1,292,000 
173,187,000 133,925,000 
Receivables not Currently Due 5,959,000 3,461,000 
Investments (Note 3) 2,716,000 2,767,000 
Fixed Assets (Note 4): 
Property, plant, equipment, timber limits and mining rights, at cost . 419,540,000 398,338,000 
Less: Accumulated depreciation and depletion 237,899,000 223,063,000 
181,641,000 175,275,000 
$363,503,000 $315,428,000 


Approved on behalt of the Board 


C. R. Tittemore, Director 
A. A. Labreque, Director 
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Liabilities 
Current Liabilities: 


Accounts payable and accrued liabilities . 
Dividends payable : 

Income and other taxes Bavable 

Long-term debt due within one year (Note 5) 


Long-Term Debt (Note 5) . 
Deferred Income Taxes 


Minority Shareholders’ Interest in Subsidiary Companies . . 


Shareholders’ Equity: 
4% Cumulative redeemable preferred shares of $100 par value 
(redeemable at $101) — 
Authorized and issued — 50,000 shares, less 12,500 
shares redeemed . gage 
5.6% Cumulative redeemable preferred shares of $100 par value 
(redeemable at $110) — 
Authorized and unissued — 600,000 shares . 


Common shares without nominal or par value — 
Authorized — 15,000,000 shares; 
issued — 9,857,473 shares (Note 6) . 


Retained earnings 


1974 


$ 26,246,000 
4,018,000 
24,334,000 
4,213,000 


58,811,000 
50,798,000 
42,315,000 

9,134,000 


3,750,000 


80,103,000 


118,592,000 
202,445,000 


$363,503,000 


PRICE 


1973 


$ 23,323,000 
1,059,000 
7,722,000 
4,213,000 

36,317,000 


55,549,000 
34,264,000 
7,409,000 


3,750,000 


79,931,000 
98,208,000 


181,889,000 


$315,428,000 
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THE PRICE COMPANY LIMITED AND SUBSIDIARY COMPANIES 


NOTES TO FINANCIAL STATEMENTS 


Note 1. Accounting Policies 


A summary of the more significant accounting policies of The Price Company Limited is given on page 7 of 


this Report. 


Note 2. Inventories 


Finished products . ok. 
Pulpwood and sawlods: 7.89 7... ao. 
Expenditures on current logging operations . 
Operating supplies and materials 


inventories are valued at cost or net realizable value, 
whichever is lower. 


Note 3. Investments 


Marketable shares (market value $981,000) 
Other investments . 


1974 
$13,413,000 
19,971,000 
14,391,000 
17,364,000 


$65,139,000 


1974 
$ 1,202,000 
1,514,000 


$ 2,716,000 


1973 
$11,019,000 
20,385,000 
10,116,000 | 
12,127,000 


$53,647,000 


1973 
$ 1,202,000 
1,565,000 


$ 2,767,000 


Marketable shares at 31st December 1974 are recorded at 31st December 1954 market value and other invest- 


ments, which were acquired for business purposes, are recorded at cost. 
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PRICE 


Note 4. Fixed Assets 


Pulp and paper mills, converting facilities and sawmills 
Water power rights and developments 


Less: Accumulated depreciation 


Timber limits and woods assets . 
Less: Accumulated depreciation and depletion 


Mining rights . 


Note 5. Long-Term Debt 


The Price Company Limited — 
5% % Sinking Fund Debentures, Series A, due 1982 
(sinking fund requirements — $1,200,000 annually to 1981) 


6% % Sinking Fund Debentures, Series B, due 1987 
(sinking fund requirements — $1,300,000 annually to 1986) 


Gaspesia Pulp and Paper Company Ltd. — 


5%2% Sinking Fund Notes due 1985 — 
$12,230,000 U.S. (sinking fund requirements — 
$1,110,000 U.S. annually to 1984) sei 
6% Subordinated Sinking Fund Notes due 1986 — 
$5,600,000 U.S. (sinking fund requirements — 
$480,000 U.S. annually to 1985) ; 


6% Junior Subordinated Debentures due 1987 


Less: Amount due within one year . 


1974 


$306,156,000 
46,181,000 


352,337,000 


191,047,000 
161,290,000 


66,953,000 


46,852,000 
20,101,000 


250,000 


$181,641,000 


1974 


$12,300,000 


23,500,000 


13,191,000 


6,020,000 


55,011,000 
4,213,000 


$50,798,000 


1973 
$293,182,000 


45,433,000 


338,615,000 


179,139,000 
159,476,000 


59,473,000 
43,924,000 


15,549,000 


250,000 


$175,275,000 


1973 


$13,500,000 


24,800,000 


14,389,000 


6,536,000 
537,000 


59,762,000 
4,213,000 


$55,549,000 
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Note 6. Common Shares 


Under the Price Group Employees Share Purchase Plan, employees are permitted to purchase common 
shares of Price on an instalment basis through payroll deductions. 12,991 shares were issued at $13.27 per 
share during the year, and of 387,009 shares reserved under the Plan at 31st December 1974, subscriptions 
were outstanding for approximately 63,000 shares at $12.64 per share. Subscribers have the right to cancel 
their subscriptions at any time up to 31st May 1975. 


Note 7. Remuneration of Directors and Senior Officers 


The aggregate direct remuneration paid by the Company and its subsidiaries to the directors and senior 
officers of the Company during the year ended 31st December 1974 was $758,000. 


Note 8. Capital Commitments 
An estimated $66.4 million will be required to complete approved capital projects. 


Note 9. Unfunded Pension Benefits 


The most recent independent actuarial reports indicate that the single-sum liability for unfunded past-service 
pension benefits not provided for in the accounts at 31st December 1974 is approximately $14.7 million, and 
that, at the rate of Company contributions, the Pension Plan will be fully funded, in accordance with the Sup- 
plemental Pension Plans Act of Quebec, by 31st December 1990. 
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PRICE 


AUDITORS’ REPORT 


Price Waterhouse & Co. 


chartered accountants 


5 Place Ville Marie Montréal, Qué. H3B 2G4 (514) 866-9701 Telex 05-268714 


29th January 1975 
To the Shareholders of The Price Company Limited 


We have examined the consolidated balance sheet of The Price Company Limited and Subsidiary Companies 
at 31st December 1974 and the consolidated statements of earnings, retained earnings and changes in finan- 
cial position for the year then ended, and have obtained all the information and explanations we have required. 
Our examination included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and as shown by 
the books of the Companies, these consolidated financial statements are properly drawn up so as to exhibit a 
true and correct view of the state of the affairs of the Companies at 31st December 1974 and the results of their 
Operations and the changes in their financial position for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


oe ~ Le. 


Chartered Accountants 
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THE PRICE COMPANY LIMITED AND SUBSIDIARY COMPANIES 


TEN-YEAR REVIEW 


1974 1973 1972 

Sales and Earnings: ($000’s) 
Sales, less delivery expenses $320,147 $229,469 $212,326 
Mining income es 4,195 1,198 316 
Investment income . 3,914 2,028 745 
Gain on redemption of long- -term debt | 661 461 454 
Cost of sales, selling and administrative expenses 247,259 200,471 183,519 
Depreciation : ce ete 16,827 14,850 13,310 
Depletion 423 418 372 
Interest expense 3,394 3,709 3,976 
Income taxes (credit) : 26,931 5,746 5.306 
Minority shareholders’ interest 2,421 740 655 
Net profit from operations 31,662 1,222 6,673 
Net earnings 31,868 7,787 6,664 
Cash flow 59,590 26,577 24,792 
Financial Position: ($000’s) 
Working capital $114,376 $ 97,608 $ 89,232 
Net fixed assets . : 181,641 175,275 177,589 
Expenditures on fixed assets 24,564 14,261 10,275 
Long-term debt ses 50,798 55,549 60,300 
Common shareholders’ equity . : 198,695 178,139 173,292 
Common shares outstanding at year end (thousands of pracy 9,857 9,844 9,746 
Number of common shareholders at year end 7,968 9,464 11,837 
Per Common Share:* 
Net profit from operations — 

Forest products . $ 2.93 $ 0.64 $ 0.65 

Mining . 0.27 0.08 0.02 

Total 3.20 0.72 0.67 
Net earnings 3.22 0.78 0.67 
Cashflow .. 6.03 2.68 2.53 
Dividends declared 1.15 0.35 0.15 
Book value 20.16 18.10 1148 
Production: 
Newsprint —tons ‘ : 1,008,000 974,000 1,085,000 
Groundwood printing papers — -tons : 28,000 20,000 27,000 
Paperboard — tons a 63,000 41,000 61,000 
Kraft paper — tons 52,000 37,000 49,000 
Market pulp —tons . . 3,000 5,000 11,000 
Lumber — Mf.b.m. 158,000 193,000 171,000 
Number of permanent employees at year end 5,850 5,804 5,743 


“Figures for the year 1965 have been adjusted to reflect the 3 for 1 subdivision of common shares in 1966. 
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PRICE 


1971 1970 1969 1968 1967 1966 1965 
$183,509 $180,538 $185,710 $162,650 $150,479 $151,605 $134,271 
1,216 2,886 3,853 3,471 2,414 2,406 4,387 
ele 497 465 358 1,066 1155 1,114 
327 521 188 om 44 14 
165,567 158,418 154,664 140,711 121,954 121,498 108,873 
13,267 13,451 13,209 10,666 9,827 9,622 9,340 
464 553 491 494 542 451 414 
4,688 5,412 5,700 5,009 3,644 2,835 2,597 
(172) 2,497 6,610 3,534 8,597 9,090 7,395 
401 290 759 281 95 495 667 
1,109 3,821 8,595 5,972 9,300 10,914 10,540 
1,202 4,086 9,345 7,385 10,615 12,026 11,046 
14,078 19,645 27,593 19,937 28,533 30,164 24,438 
$ 80,789 $ 78,666 $ 74,681 $ 77,883 $ 77,593 » 71,016 $ 77,033 
182,012 188,317 193,589 188,183 186,654 155,982 127,428 
7,830 8,962 14,146 13,816 41,749 38,928 13,278 
65,634 69,938 74,242 78,210 80,626 51,626 41,875 
167,834 167,750 168,613 166,155 164,598 162,326 157,883 
9,685 9,685 9,684 9,533 9,533 9,533 9,533 
13,390 14,283 14,207 15,165 15,369 13,443 11,762 
$ 0.02 $ 0.19 $ 0.62 $ 0.37 $ 0.79 $ 0.96 $ 0.78 
0.08 0.19 0.25 0.24 0.17 0.17 0.31 
0.10 0.38 0.87 0.61 0.96 del 1.09 
0.11 0.41 0.95 0.76 1.10 1:25 1.14 
1.44 2.01 2.83 2.08 2.98 3.15 2.99 
0.10 0.49 0.75 0:75 0.75 0.78 0.67 
17.33 17.32 17.41 17.43 102k 17.03 16.56 
964,000 1,082,000 1,061,000 959,000 884,000 875,000 795,000 

20,000 7,000 oa — — = ree 

59,000 58,000 55,000 57,000 53,000 53,000 47,000 
44,000 47,000 49,000 52,000 51,000 50,000 45,000 
13,000 18,000 16,000 6,000 11,000 59,000 66,000 
140,000 113,000 144,000 98,000 76,000 41,000 37,000 
5,691 5,860 5,811 5,620 5,676 5,670 5,496 


aT 


THE PRICE GROUP 


PRICE 


The Price Company Limited 

(incorporated in Quebec) 

Newsprint, groundwood printing papers, paperboard, 
kraft paper, kraft pulp and lumber manufacturing 


Head Office: 65 Ste. Anne Street, Quebec, P.Q. 


Price (Nfld.) Pulp & Paper Limited 
(incorporated in Newfoundland — 99.9% owned) 
Newsprint manufacturing 


Head Office: Grand Falls, Newfoundland 


Gaspesia Pulp and Paper Company Ltd. 
(incorporated in Quebec — 51% owned) 


Newsprint manufacturing 
Head Office: 65 Ste. Anne Street, Quebec, P.Q. 


Boise-Price Southern Newsprint Corporation 
(incorporated in Delaware — 50% owned) 
Newsprint manufacturing 


Price-Skeena Forest Products Ltd. 

(incorporated in British Columbia) 

Lumber manufacturing and sales; hemlock, cedar and 
sitka spruce 


Head Office: 2695 Granville Street, Vancouver, B.C. 


Price Paper Corporation 
(incorporated in Delaware) 
Sales of newsprint and groundwood printing papers 
Head Office: 50 Rockefeller Plaza, New York, N.Y. 
Branch Offices: 
5250 Ferrier Street, Montreal, P.Q. 
135 South LaSalle Street, Chicago, Ill. 
2 Canal Street, New Orleans, Louisiana 
Caboto 550, Buenos Aires, Argentina 


Price Paper Limited 
(incorporated in the United Kingdom) 


Newsprint, paperboard and kraft paper sales 
Head Office: 76 Shoe Lane, 
London, E.C. 4A 3JB, England 


Price Lumber Company Limited 
(incorporated in Quebec) 


Spruce lumber, rough and dressed; pre-cut 
industrial stock 


Head Office: 65 Ste. Anne Street, Quebec, P.Q. 


Note: Companies listed are 100% owned unless otherwise indicated 
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Price Kraft and Paperboard Corporation 

(incorporated in Quebec) 

Offices: 5250 Ferrier Street, Montreal, P.Q. 
797 Don Mills Road, Don Mills, Ont. 


Paperboard — Coated and Uncoated 

Solid bleached, single white lined regular and high-yield 
boards for folding carton manufacture, and many 
specialties such as closure cap boards, carrier boards 
and paper plate grades 


Kraft Papers — Unbleached 

Wrappings, multiwall sack kraft, grocery bag and sack 
kraft, waxing, gumming, asphalting and duplexing krafts, 
and other specialty grades for converting 


Market Pulp 


Price Wilson Limited 
(incorporated in Canada) 


128 Galaxy Blvd., Rexdale, Ont. 


Sales offices and warehousing/distribution centres in 
all major cities across Canada 


Sales 

Supplies and services for laundry and dry cleaning, 
sanitary maintenance, retail and industrial packaging, 
business equipment and fast food businesses 


Warehousing and distribution services 
Total transportation, including warehousing, freight 
consolidation, freight forwarding and documentation 


Converted products (Lachute, P.Q.) 
A complete range of bags, wrapping paper, towels, folding 
cartons and custom packaging products 


Industrial and commercial building maintenance and 
contract cleaning services 


Texport Limited 

(incorporated in Canada — 50% owned) 

International distribution of hanging garments and 
packaged goods for the clothing industry 


Mining Subsidiaries 

Terra Nova Properties Limited and The MacLean Mining 
Company Limited 

(incorporated in Newfoundland) 

Terra Nova Explorations Ltd. 

(incorporated in Quebec) 
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AROS To the Shareholders: 


Despite unusually severe ice conditions in Newfoundland which have deferred overseas news- 
print shipments, sales for the first six months totalled $143,434,000 as against $121,756,000 in the 
same period last year. This 18 per cent improvement reflects the continuing strong demand for 
forest products other than lumber, and for the converted and resale products of Price Wilson. 
Net earnings to 30th June amounted to $12,876,000 or $1.30 per common share, as compared 
with $6,403,000 or $0.64 per share in the same period of 1973. The 1974 earnings have been 
reduced by approximately two cents per share to give effect to the provisions of the 6th May 
budget proposals which have not yet become law. 

It must be pointed out that while earnings are more substantial than in comparable previous 
periods, when expressed on an annual basis they have yet to reach 10 per cent of total assets. 


CONSOLIDATED STATEMENT OF EARNINGS 
Six months ended 30th June 1974 (unaudited) 


1974 1973 
Sales less delivery GxpenSeS s2. .. 2) Ges ee $143,434,000 $121,756,000 
THE PRICE COMPANY LIMITED NAIRING INCORIG css rc vs cee ea ss Pa seat ee 2,450,000 926,000 
= 4 ‘ IAVESIMENU INCOME coy wen rat ruse eee canes 1,562,000 688,000 
pie eee acon a eee Gain on redemption of long-term debt................. 396,000 241,000 
147,842,000 123,611,000 
INTERIM FINANCIAL REPORT 
eed aia orisha pinuione tara COSTOI:SSICS se Sete ke ee eee ee ee 101,190,000 92,265,000 
SelliNnQuexDENS@S: Gre est A) A ee ee ee oe 5,118,000 4,618,000 
AdiministrativelexpenSes 8. 5s en. Ge 4,979,000 4,447,000 
Depreciation andideplenOiiee.. wn ey ee 9,456,000 8,040,000 
interestronnongstenm: Cebtn = 6 ru) ere to nce ie 1,734,000 1,897,000 
Profit before income taxes and 
minority.shareholders: interest ~ 2.2.5... .5...5.-: 25,365,000 12,344,000 
IACOMEHAXESiiee se ese ee es Sees eR 11,445,000 5,475,000 
Minority shareholders’ interest ...................... 1,099,000 534,000 
Net profitiirom operationS202 0 ee 12,821,000 6,335,000 
Profitonisales‘ot fixed:assets). 2.0.2 aa. 2 ee 55,000 68,000 
Net. Carhingsencue 1 tee eet Serer a ete ee $ 12,876,000 $ 6,403,000 
Per common share (after preferred dividends): 
Net nrefitfromonerations oc 5c. 5057 ae eee $1.29 $0.63 
Netsearmingstec se cer an OR i ee ee eee 1.30 0.64 
Gommonzsharessoutstandingasn,. .. ass see a ae ee 9,857,473 9,844,482 
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